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the Northern States borrowed for internal improvements,
such as railroads and canals* The States in the South
and West also raised loans for state banks, and in
the West for various commercial enterprises. These
undertakings were often unremunerative, and the newer
States sometimes failed to meet the obligations which
they had incurred. For example, in 1838 Mississippi
invested $5,000,000 in a bank which broke* The
governor recommended that the bonds should be
repudiated, on account of certain irregularities, and a
legislature elected on this issue carried out the repudia-
tion, Florida acted in much the same way* Foreigners
who invested in state securities found that under
the Constitution the Federal Government had no
power over defaulters* It was during this period that
The Times called the States " one vast swindling
shop/* Even Sidney Smith, an admirer of America,
was provoked by these scandals to unaccustomed
bitterness*

In 1843 it was proposed that Congress should assume
the state debts* This course was not adopted, and
American credit continued to suffer for the dishonesty
of some and the incompetence of other States* Owing
to these experiences amendments were gradually
introduced into many state constitutions imposing
restriction on public borrowing, as, for instance, that
the loans must be temporary and that the amount of
each must not exceed a certain sum varying from
$50,000 to $1,000,000* In 17 States loans must be
accompanied by legal provision for redemption, and in
16 every act proposing a fresh loan must be referred to a
popular vote*

The civil war caused a large increase in state debts,